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E*TRADE Group, Inc., a leading Web site for
online investors, became the first financial ser
vices site to earn the CPA WebTrustsm Seal of
assurance (www.etrade.com). The Seal was
awarded to E*TRADE after an independent
evaluation by the company’s CPAs. The Seal
is awarded exclusively by specially trained
CPAs to provide authoritative third-party
assurance to companies actively conducting
business on the Web or to those
that have considered electronic
commerce but have concerns
about users’ security and privacy
and the “quality of experience”
relating to the transactions and
business practices. (For more on sites with the
WebTrust Seal, see the Jan. ’99 issue of this
supplement.)
“There are 10 million to 12 million
potential E*TRADE customers who are not
currently investing online but are actively
using the Internet for financial information.
E*TRADE’s WebTrust Seal may reassure
them of our total commitment to customer
security and privacy, encouraging them now to
become online investors with us,” said
Christos M. Cotsakos, president and chief
executive officer of E*TRADE.
“E*TRADE recognizes the importance
of customer security and privacy issues. We
developed our technology and set business
practices to address these very critical con
cerns. The WebTrust Seal is the first industry
recognition that verifies we’ve successfully
addressed consumer security and privacy
concerns regarding Internet investing and
heightened the standards for the entire elec
tronic commerce business community,” he
said. “Today our customers conduct business
through E*TRADE with confidence because
we’ve committed to protecting their personal
and financial information. We maintain the
control and procedures to help ensure that a
customer’s private information stays private

and is protected from any type of inappro
priate use.”
About the Site

E*TRADE offers independent investors auto
mated stock, options and mutual funds order
placement at low commission rates. Other ser
vices include portfolio tracking, Java-based
charting and quote applications, real-time
stock quotes, Smart Alerts, mar
ket commentary and analysis,
news and investor community
areas. In Aug., E*TRADE was
named the number-one online
brokerage service in a quarterly
review conducted by Gomez Advisors, a lead
ing independent authority on online financial
services. In Oct., the E*TRADE Web site was
named the number-one online investing site in
an international survey of the industry’s top 20
Internet brokerage firms by Lafferty
Information and Research Group, a global
provider of high-value and business informa
tion research.
The company’s CPAs, Deloitte &
Touche, examined E*TRADE’s electronic
commerce business practices and controls and
verified that it:
• Disclosed its business practices for elec
tronic commerce transactions and executed
transactions in accordance with those dis
closed business practices.
• Maintained effective controls to provide
reasonable assurance that customers’ orders
placed using the Web were completed and
billed as agreed.
• Maintained effective controls to provide
reasonable assurance that private customer
information obtained as a result of electronic
commerce was protected from uses not related
to its business.
For information about offering CPA
WebTrust assurance services to your clients,
visit www.cpawebtrust.org.
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An Update on Member Services
Do you know everything you need to know about the many special
services available exclusively to AICPA members? This month we
focus on a few of the benefits for practitioners.
•
One of the Institute’s most valuable resources is a library that
houses the most comprehensive collection for the CPA profession
in the world. Librarians will research specific information, compile
bibliographies or forward material by mail (there will be fees for
some requests). To contact the library, call 888/777-7077 or send a
fax request to 201/938-3955. The library’s e-mail address is
library@aicpa.org. (For more on the library’s busy season services,
see below.)
•
AICPA Online (www.aicpa.org), the Institute’s Web site, pro
vides easy access to news about the latest professional develop
ments, ways to join a membership section or scan the AICPA cata
log. The site also provides links to other valuable Web sites of inter
est to CPAs.
•
Do you ever have questions about accounting, financial report
ing, auditing, attestation and accounting and review services? The
AICPA Technical Hotline has the answers. The Hotline operates
between 9:00 a.m. and 5:00 p.m. Eastern time, Monday through
Friday. To get the answers you need, call 888/777-7077; fax ques
tions to 212/596-6233; or post technical questions on the AICPA
Web site (www.aicpa.org).
•
The Tax Information Phone Service gives members fee-based
access to experienced CPA tax professionals who use online infor
mation and the AICPA Library to answer tax queries. For more on
all that this service has to offer, see the article on the last page.
•
For CPAs, who are renowned for their integrity and trustwor
thiness, professional ethics is an important concern. Practitioners
with questions about the right thing to do in various practice situa
tions can take advantage of the Professional Ethics Division’s
Ethics Hotline. The hotline answers queries and offers a sounding
board to members encountering ethics problems in their practices.
The hotline’s toll-free number is 888/777-7077.
•
Legal and regulatory changes can affect the services that CPAs
perform and how they manage their practices. CPAs who want to
follow the progress of legislation with a potential impact on the pro
fession can contact these Institute staff members:
For federal legislation, Peter Kravitz at 202/434—9218.
For state legislative issues, call Sheri Bango at 202/434-9201.
•
Does your firm want to learn more about consulting opportuni
ties? For details about how to join the AICPA Consulting Services
Membership Section, contact Barbara Hauser at 212/596-6065.
• The Personal Financial Planning Membership Section offers
you products and services that broaden your technical expertise in a
wide range of disciplines, improve your professional competence
and help you to deliver high-quality, profitable PFP services to
clients. For information on membership, call 888/777-7077.
•
Concerned about peer review requirements and how they affect
your firm? For help from AICPA technical staff, call 201/938-3030.

AICPA
•
There is a long list of member insurance and retirement pro
grams designed to help members meet their personal and profes
sional needs. Thanks to the Institute’s group purchasing power,
each plan offers value and affordability. Members can choose from
life, disability, professional liability, personal liability umbrella,
long-term care, home and vehicle insurance packages, as well as
variable annuity and defined contribution retirement plans. To learn
about these and other member programs and benefits, call Len
Green at 201/938-3705.
•
The AICPA Benevolent Fund helps members and their families
when they face financial difficulty caused by serious illness, acci
dent, death or other major misfortunes. Contact Elizabeth Cich at
201/938-3490.
•
AICPA software serves CPAs’ dynamic information and tech
nology needs with turnkey solutions for financial reporting, audit
ing, personal financial planning, business financial planning, inter
est and penalty calculations and other accounting services. Visit
AICPA software online at www.aicpa.org to find more information
on all software products. It’s possible to download demos of some
of the most popular programs, such as ATB for Windows,
CPAnalyst, Up Your Cash Flow, FPLAN Professional Advisor +
and PFP Notebook. To order a product, call 888/777-7077.
Don't overlook these great resources. As a reminder, a com
plete list of services is published regularly in the Inside AICPA sec
tion of the Journal ofAccountancy.

AICPA Library: A Valuable Resource During Tax
Season
As tax season begins, remember the research services available to
members through the AICPA Library. The library provides a full
range of support services to help practitioners cope during this busy
season. From difficult-to-find forms to copies of sections of the
Internal Revenue Code, members should look to the library to fill
their needs.
The library has access to tax forms to accommodate almost
any client need, including out-of-state real estate holdings, part-year
employment out of state, and special financial obligations. Library
staff can also locate state-specific forms or state forms that are the
equivalent of particular federal forms. All federal, state and city
forms, as well as forms for Puerto Rico and all Canadian provinces,
may be obtained.
Besides forms, the library keeps instructions on hand, which
can be sent via overnight mail to ensure prompt delivery. Sections
of the Code, Private Letter Rulings, Tax Court cases, other federal
tax cases, and articles on specific topics or Code sections, among
other things, can be furnished to members.
The library has geared up for tax season and is ready to help
members help their clients. Members should be aware that while
the library offers many services, library staff provide tax informa
tion, not advice. Keep in mind also that there are fees for services
used. Members may call the library at 888/777-7077, or send an email to library@aicpa.org for more information.

Published for AICPA members in small firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen J. Goldstein, CPA Letter editor
973/763-2608; fax 973/763-7036; e-mail: adennis20@aol.com
212/596-6112; egoldstein@aicpa.org
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Billing Rate per
Hour—Guess or
Compute?
By Ben S. Daniel, CPA

Sample Billing Computation for ABC Firm

Computation of net general overhead per billable hour and comparative analysis

of hourly salary rate to billing rate per hour

January 1, 1999
Step 1

Practitioners receive a great deal of advice
about various methods to be used in deter
mining hourly staff and partner billing
rates. The traditional common method of
projecting the billing rate per hour was to
multiply staff compensation rate per hour
by two, two-and-a-half or three, depend
ing on what the client could afford to pay
per hour.
The schedule below illustrates a simple
way for the CPA practitioner to accumulate
and compute a basis to determine staff
billing rate per hour to the client. For this
method to work:
1. The practitioner’s accounting
records must be kept up to date so that the
first month of a new year can easily be
billed at the new rates per hour.
2. The billable and nonbillable hours
per staff person, partner and computer time
must be current to use the projected compu
tation.
Steps 1 through 3 are strictly mechani
cal for the practitioner to accumulate from
the firm’s accounting records. The proof is
the fourth step for the determination of the
firm’s net general overhead to be added to
the owner/partners and staff compensation
hourly rate. The sum of the net general
overhead rate per hour and the compensa
tion paid per hour equals the total cost per
hour per staff person for the firm.
In the illustration, Partners A and B
had an excess of billing over cost per hour
for the preceding year ($17.94). Staff per
sons C, D, E and F had an excess of cost
over billing per hour for the preceding year.
This demonstrates that the practitioners
must increase the hourly staff billing rate
for the current year accordingly.

Ben S. Daniel, CPA, is a partner at Arnold
N. Schorn & Co., CPAs, in Chicago.
Practitioners are welcome to submit arti
cles on issues of importance to their firms.
Send them to Anita Dennis via fax at
973/763-7036 or by e-mail to adennis20@aol.com.

Previous Year Total

$ amount

%

Total operating expenses, excluding
owner/partner draw

$600,000

100.00

Less: Gross staff salaries, excluding
related payroll taxes

200,000

33.33

Net general overhead

400,000

66.67

5,000
3,200
300

58.82
37.65
3.53

8,500

100.00

Step 2

Billable hours
Staff
Owner/partner
Computer time
Step 3

Computation of net general overhead
per billable hour

$400,000 / 8500 hours = $47.06

Step 4

Comparative hourly salary rate plus net general overhead per billable hour to billing
rate per hour:
Staff

A
B
C
D
E
F

Salary—

Net general

hourly rate

overhead

Total

$50(1)
$50 (1)
$30
$25
$20
$20

$47.06

97.06
97.06
77.06
72.06
67.06
67.06

Hourly

Excess billing

billing rate

over cost/hour

115
115
65
60
50
50

17.94
17.94
(12.06)
(17.06)
(17.06)
(17.06)

Note: (1) Based on owner/partner net income and related total hours.

OMB Issues Revised
Instructions for Single Audit
Data Collection Form
The U.S. Office of Management and
Budget has issued revised instructions
for completing the Data Collection Form
for Reporting on Audits of States and
Local Governments and Non-Profit
Organizations (SF-SAC). This form must
be jointly completed and signed by the
auditor and auditee in an audit performed
in accordance with OMB Circular A-133,
Audits of States, Local Governments, and
Non-Profit Organizations. The instruc

tions to the form were revised for clarity
and to address common errors that have
been made by both auditees and auditors
in completing the form. The revised
instructions can be obtained from the
Federal Audit Clearinghouse Web site at:
harvester.census.gov/sac

A hard copy of the form and revised
instructions can also be obtained from the
FAC at:
888/222-9907
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Turning Vision into Reality:
Expanding SSAE No. 1 to
Cover New Services

AICPA

example, assurance that the care

news meets the requirements established
by a recognized body of educators,
update physicians or other specialists.

The CPA Vision Project encourages
CPAs to use their core competencies
to help them think outside the box and
expand their professional services and
opportunities. With those goals in mind, the
Auditing Standards Board is revising
Statement on Standards for Attestation
Engagements No. 1, Attestation Standards,
to make it more understandable and easier
for practitioners to use in crafting new
kinds of engagements. In general, the attes
tation standards enable CPAs to provide
assurance on subject matter other than
financial statements. Given all the matters
that individuals and entities are insecure
about, there are many potential areas in
which CPAs may provide assurance, as
long as the subject matter can be measured
using objective criteria. CPAs are licensed,
trusted assurance specialists and can use
their core competencies of integrity, objec
tivity and competency to provide assurance
in many different settings.
Following are some examples of sub
ject matter that CPAs may provide assur
ance on under the attestation standards:
• The quality of care at a daycare center
or nursery school. This might cover, for

• The incidence of rainy days in a
town or region that makes claims
regarding its weather. The assurance might
take the following form: For the past five
years, the average number of rain-days per
year in XYZ city is ten. This assurance
might be used as part of a tourism or other
promotional effort.
• An airline’s safety policies. A CPA may
provide assurance on the age of the airline’s
equipment, the number of flight hours per
pilot, airport security screening, etc.
• Sales reported by salesmen when sales
serve as the basis for commissions.
• Data reported by colleges to a creden
tialing agency.
We will keep members informed about
this and other efforts to implement the CPA
Vision.

Salaries Going Up in 1999
Starting salaries for accountants generally
are expected to rise an average of 4.7% next
year, according to the 1999 Robert Half and
Accountemps Salary Guide. That’s up sig
nificantly from a 3.1% average increase
forecast last year.

Busy Season Help from the Tax Information
Phone Service
The Tax Information Phone Service (TIPS) continues to be one of
AICPA’s best member services for the small practitioner. With this
fee-based tax research service, members can consult with experi
enced CPA tax professionals.
TIPS can research your question while you wait if you need an
immediate response or perform the research and call you back with
the answer. You approve the cost of any research performed in
advance.
TIPS has access to a wealth of tax research resources, includ
ing online databases for the most updated tax information. TIPS can
act as your tax department, performing research while you com
plete other work. TIPS staff can also act as consultants, discussing
issues and formulating various options or conclusions, confirming
research that you have already performed, etc. Because TIPS has
access to several of the top tax publishers’ databases, we can also
assist by researching materials that you do not subscribe to.
Inquiries in highly specialized areas or those involving very com
plex facts can be referred to AICPA members who participate in the
TIPS referral database for a separately arranged and compensated
consultation.
TIPS is open from 9:00 a.m. to 5:00 p.m. Eastern time, with

Starting salaries at large public
accounting firms (defined as those with
more than $250 million in sales) are
expected to rise by an average of 5.6% per
cent in 1999. Accountants with one to three
years of experience, who are in particular
demand at these firms, are expected to see a
7.8% increase in base compensation, while
senior accountants can expect a 6.9% gain.
Salary growth will also be strong at small
public accounting firms (those with up to
$25 million in sales), where accountants
with one to three years of experience will
see a 5.1% increase in base compensation.

Gearing Up for Tax Season
Here’s a list of information sources from
the Internal Revenue Service:
• Tax assistance: 800/829-1040
• Recorded tax information: 800/8294477
• Forms and publications: 800/TAXFORM (800/829-3676)
• Forms by fax: 703/368-9694. Call
from a telephone connected to the fax
machine.
• Automated refund information:
800/829-4477
• Via computer from the IRS Web site:
www.irs.ustreas.gov.

extended hours during tax season. The cost of the TIPS service from
Jan. 15, 1999, through Apr. 15, 1999, is $3 per minute ($30 mini
mum per call). TIPS accepts MasterCard, VISA and Discover Cards.
Tax research inquiries may be made through any of the follow
ing convenient ways:

888/777-7077, select technical services, then select TIPS.

Submit both TIPS Fax Cover Sheet and inquiry to
201/521-5408. The reusable TIPS Fax Cover Sheet can be
obtained by calling the AICPA’s faxback system from a fax
machine at 201/938-3787 and requesting document 901.
www.aicpa.org/tips/index.htm.

Confidentiality Privileges Relating
to Taxpayer Communications—
Practice Guide. This guide is being
mailed free to members of the
AICPA Tax Section and PCPS. The
cost for other AICPA members is $22; for non-members it is
$27.50; the Product No. is 061066CLD2. To order, call the
Member Satisfaction Center at 888/777-7077.

now
available

